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1SECURITIES AND EXCHANGE COMMISSION
David S. Ruder, who was nominated by President Reagan to be Commissioner and Chairman 
of the Securities and Exchange Commission (see the 6/22/87 Wash. Rpt.), was 
confirmed by the Senate 8/6/87 by a vote of 81-17. The former Northwestern 
University School of Law professor succeeds John S.R. Shad, who has become U.S. 
Ambassador to the Netherlands. Mr. Ruder also served as the Dean of 
Northwestern's law school from 1977 to 1985. In private practice, he specialized 
in securities matters with the Chicago law firm of Schiff, Hardin & Waite from 
1971 to 1976, and with the Milwaukee, IL firm of Quarles & Brady from 1957 to 
1961.
TREASURY, DEPARTMENT OF
Individuals with expertise in the employee benefits area are being sought by the IRS 
to participate in discussions and exchange information with officials of the 
Office of Assistant Commissioner (Employee Plans and Exempt Organizations) on 
administrative and operational matters affecting employee plans. Tax 
practitioners, plan administrators, academics and others with special interests in 
the employee benefits area and some experience in working with IRS district 
offices and service centers are invited to apply. The IRS said that individuals 
with experience in working with EP/EO key districts in the determination letter 
process and service centers in the Form 5500 filing process will be given priority 
consideration. Those interested in participating should submit a brief resume to: 
Assistant Commissioner (Employee Plans and Exempt Organizations), Room 3408, 
Internal Revenue Service, Washington, D.C. 20024. The IRS said in its 
announcement that it is seeking individual views of those "who can offer 
assistance in the administration of the tax laws relating to employee benefits, 
and will not utilize the group to obtain consensus advice on recommendations." 
The group will not have a fixed membership and its makeup will vary from meeting 
to meeting, depending on the subject to be discussed. Meetings will be open to 
the public and will be held "as the need arises," according to the IRS.
Accounting for costs incurred in the production of property was the subject of 
temporary and proposed regulations recently issued by the IRS (see the 8/7/87 Fed. 
Reg., pp. 29375-82 and pp 29391-92). The temporary and proposed rules prohibit 
the use of the practical capacity concept in accounting for costs under the 
inventory capitalization provisions of the Tax Reform Act of 1987 (Code section 
263A). According to the IRS, it was Congressional intent that the new uniform 
capitalization rules be patterned after Income Tax Regulations applicable to 
"extended period long-term contracts." It is the position of the IRS that those 
regulations do not permit the use of the practical capacity concept, which in the 
view of the IRS, is an "exception to the general rules of 'full absorption' 
accounting that apply to the determination of inventoriable costs." Further, the 
IRS noted, "The use of the practical capacity concept would undermine and conflict 
with the careful delineation in the extended period long-term contract regulations 
of certain indirect costs which may be currently expensed and not allocated to 
production activities." Other areas addressed by the new regulations include: use 
of simplified accounting methods to account for costs required to be capitalized; 
deferred intercompany transactions of affiliated groups of corporations filing 
consolidated Federal incane tax returns; availability of certain inventory methods 
for property produced in fanning businesses; and tangible personal property. The 
rules are effective for costs incurred after 12/31/86, or, in the case of 
inventories, for taxable years beginning after 12/31/86. Comments are requested 
by 10/6/87. If further information is needed after reading the temporary and 
proposed regulations, please contact Paulette C. Galanko at 202/566-3288.
2TREASURY, DEPARTMENT OF
A change in procedure for levies on bank accounts was recently announced by the IRS. 
"This new procedure is intended to minimize incidents where the IRS receives funds 
from bank accounts that do not belong to delinquent taxpayers," the IRS said. 
Banks will be requested to temporarily freeze bank accounts that contain names in 
addition to that of the delinquent taxpayer to enable IRS to determine the true 
owner of the account. Also, IRS will not levy on any account with a balance of 
less than $100. The IRS said this new procedure should "significantly reduce the 
incidence of seizing a child's bank account to satisfy the tax liability of the 
parents," but that it will also continue to look into other procedures for 
correcting these problems.
Advance proof copies of several major 1987 Federal tax forms have been published by 
the IRS, which is also soliciting suggestions from the public about how to improve 
the forms (see the 8/6/87 Fed. Reg., pp. 29325-49). The revised forms include 
changes required by the Tax Reform Act of 1986. Included are Forms 1120, 1120A, 
1041, 1065, 1120S (and Schedules K-1), and Form 6251. Additional forms relating 
to nondeductible IRA contributions, passive activity loss limitations, and the 
home mortgage interest deduction will be released later this month, as will forms 
released earlier this year and subsequently revised, the IRS said. Proof copies 
of these forms are available by writing to: IRS-CADC, 2402 East Empire, 
Bloomington, IL 61799. Comments on the forms should be submitted to the IRS by 
9/4/87 at the following address: Tax Forms Committee, Attn: Early Release, IRS, 
Room 5577, 1111 Constitution Avenue, N.W., Washington, D.C. 20224.
The IRS is attempting to dispel misinformation about the $500 penalty mentioned in 
the instructions to Form W-4. The penalty does not apply to a taxpayer who has 
tried to figure the number of withholding allowances correctly, even if a mistake 
was made, nor does it apply if a refund is received, according to a recent IRS 
news release. The $500 penalty, or even a criminal penalty, applies when 
taxpayers deliberately and knowingly falsify a Form W-4 or W-4A in an attempt to 
reduce or eliminate the proper withholding of taxes from their wages, the IRS 
said. According to the agency, another area of misunderstanding about withholding 
relates to children who work. An employee who can be claimed as a dependent on 
someone else's tax return will, in most cases, no longer be exempt from 
withholding, the IRS release stated. This includes children who have summer jobs 
or part-time jobs during the year. The IRS said it does not matter whether that 
individual is actually claimed as a dependent, only that he or she can be claimed, 
has any unearned income, and has wages and unearned incane totaling more than 
$500.
SPECIAL: CONGRESS GIVES FINAL APPROVAL TO FSLIC RECAPITALIZATION LEGISLATION
Two changes of significance to the accounting profession were made in the final 
version of legislation, H.R. 27, intended to recapitalize the Federal Savings and 
Loan Insurance Corporation (FSLIC). The House and Senate last week passed the 
conference report to accompany H.R. 27, which included the two changes. House and 
Senate conferees deleted Section 204 of H.R. 27, which allowed residential loan 
fees to be treated as income in the year in which the loan was made. Section 801 
of S. 790, the Senate version of the FSLIC recapitalization legislation, was 
modified by the conferees. The conference report allows federally chartered or 
insured banks, whose primary business is providing agricultural loans, to amortize 
losses resulting from poorly performing loans over a period of 7 years, instead of 
the 10-year period allowed in S. 790. The accounting profession's concern about 
these provisions was outlined in letters sent by the AICPA to each conferee (see 
the 6/8/87 Wash. Rpt.). H.R. 27 now goes to President Reagan for his signature.
3SPECIAL: AICPA SAVINGS CONFERENCE SCHEDULED FOR SEPTEMBER 9-11
The AICPA will hold its Tenth National Conference on Savings Institutions this year 
at the Grand Hyatt Hotel in Washington, D.C. The conference, scheduled for 9/9- 
11/87, is designed to examine emerging accounting and auditing issues and current 
legislative and regulatory developments affecting the operations of thrift 
institutions. Issues such as the implementation of new FASB standards on loan 
origination fees, troubled debt in the energy and agricultural sectors, new 
financing instruments, and the future and organization of the FSLIC will be 
discussed. For those individuals who wish to obtain additional in-depth 
information on Bank Board Activities, Thrift Taxation, and Asset/Liability 
Management, an optional program will be featured on 9/11/87. Among the topics 
that will be addressed at the conference are: FASB and SEC Activities, Loan Fees, 
Structured Mortgage Financing, Bank Board Update, Current Accounting and Auditing 
Update, Legislative Update, Tax Update, and Troubled Debt. Representatives of the 
FASB and the SEC will conduct a question and answer session at the conference. 
Speakers include representatives from industry, public accounting, regulatory 
agencies, and FASB. The keynote address will be presented by Lawrence J. White, 
who is a member of the Federal Home Loan Bank Board. Recommended CPE credit is 16 
hours for the two-day conference and 4 hours for the optional program. For 
further information contact the AICPA Meetings Department at 212/575-6451.
For further information contact Shirley Twilliman or Joseph Petito at 202/737-6600.
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